INTERNATIONAL 
Financial News Survey 


Vol. X, No. 11 ° 


INTERNATIONAL MONETARY FUND ° 


September 13, 1957 


The Sudan Becomes Member of Fund and Bank 


The Sudan became a member of the International 
Monetary Fund and the International Bank for Recon- 
struction and Development on September 5 when the 
Articles of Agreement of these institutions were signed 
in Washington on behalf of the Government of the Sudan 
by His Excellency Dr. Ibrahim Anis, Ambassador for 
the Sudan in Washington. The quota of the Sudan in the 
International Monetary Fund is $10 million, and its sub- 
seription to the capital stock of the Bank is 100 shares 
with a total par value of $10 million. 


Borrowing by Belgium 


The Kingdom of Belgium borrowed $40 million in the 
United States on September 11 in a simultaneous trans- 
action with the investment market and the World Bank. 
The transaction consisted of a public offering of $30 mil- 
lion of Belgian bonds by an underwriting group of 63 
investment banking firms headed by Morgan Stanley & 
Co. and Smith, Barney & Co., and of a loan of $10 million 
by the World Bank. 

The publicly offered bonds will be Kingdom of Belgium 
external loan 15-year sinking fund 54% per cent bonds 
due 1972. The bonds are priced at 97% per cent and 
accrued interest to yield approximately 5.75 per cent to 
maturity. 

The bonds are direct obligations of the Kingdom of 
Belgium, and principal and interest will be payable in 
New York City in U.S. currency. They are not redeem- 
able, except through operation of a sinking fund, prior 
to March 1, 1968. The sinking fund provides for pay- 
ments of $1.5 million semiannually, commencing in 1963, 
designed to retire the entire issue by maturity. The 
average life of the bonds will be 10 years 3 months. The 
sinking fund redemption price is par. On and after 
March 1, 1968 the bonds are subject to optional redemp- 
tion at prices ranging from 1011 if redeemed before 
March 1, 1969 to the principal amount on and after 
March 1, 1971. Belgium will make application to list the 
bonds on the N.Y. Stock Exchange. 

The $10 million World Bank loan, made concurrently 


Sixty-three nations are now members of the Fund 
and the Bank. Admission of the Sudan brought the 
total of members’ quotas in the Fund to $8,991,000,000. 
The total subscribed capital of the Bank is now 
$9,318,400,000. 

Source: International Monetary Fund and International 
Bank for Reconstruction and Development, Joint 
Press Release, Washington, D.C., September 5, 
1957. 


in the United States 


with the bond offering, will also have a term of 15 years. 
Amortization will be in 20 semiannual installments of 
$500,000, beginning on March 1, 1963 and ending on 
September 1, 1972. Interest on the loan, including the 
1 per cent commission which is allocated to the Bank’s 
Special Reserve, will be at the rate of 534 per cent per 
annum. 

Belgium will use the proceeds from the $30 million 
issue to help meet capital expenditures authorized by the 
country’s 1957 extraordinary budget for public works, 
including modernization of the canal system, port im- 
provements at Antwerp, construction of school and uni- 
versity buildings, improvements to the Malsbroeck com- 
mercial airport at Brussels, and expansion of the nuclear 
experimental station at.Mol. The funds received from 
the World Bank will be used to help finance the improve- 
ment of the Charleroi-Clabecq Canal, which links the 
great coal and steel industries in southern Belgium with 
Brussels and Antwerp, the country’s largest ocean port. 

In a similar transaction in December 1954, the King- 
dom of Belgium borrowed $50 million in the U.S. market 
and from the World Bank. An underwriting group headed 
by Morgan Stanley & Co. and Smith, Barney & Co. sold 
publicly $30 million of external loan bonds, and the 
World Bank made a loan of $20 million. 

Source: International Bank for Reconstruction and De- 
velopment, Press Release, Washington, D.C., 
September 11, 1957. 


IFC Investment in Mexico 


The International Finance Corporation announced on 
September 11] that it had reached agreement, subject to 
completion of the necessary legal formalities, for an 
investment of the equivalent of US$520,000 (half in U.S. 


dollars and half in Mexican pesos) in Bristol de Mexico, 
S.A. for an aircraft engine overhaul and repair shop. 
Bristol de Mexico is owned by The Bristol Aeroplane 
Company of Canada, the majority stockholder; Aeronaves 
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de Mexico, S.A., a leading Mexican airline; and other 
private Mexican investors. Bristol of Canada is a sub- 
sidiary of The Bristol Aeroplane Company Limited of 
England. 

The Corporation’s investment, together with an invest- 
ment equivalent to $912,000 by the shareholders of Bris- 
tol de Mexico, will finance the establishment of the over- 
haul and repair shop adjoining the Mexico City airport. 
The plant will be equipped to process engines, of the 
types used in DC-3, DC-4, DC-6, and Convair aircraft, 
which are most widely used in Mexico. This is the first 
shop in Mexico fully equipped to handle the complete 
overhaul and testing of such engines. The plant has a 
capacity to overhaul about 480 engines of the three prin- 
cipal types per year. Plant construction is completed, 
and preliminary operations are getting under way. 

The Aeronaves airline will subscribe its shares in Bris- 
tol de Mexico in the form of inventory of spare engine 
parts and equipment accumulated in its repair shop at 
Torreon which it has now closed. Aeronaves has con- 


Europe 


U.K. Gold and Dollar Reserves 

The U.K. Treasury announced on September 3 that the 
gold and dollar reserves of the sterling area fell by $225 
million in August and at the end of the month were $2,142 
million. During the month $38 million was paid to the 
EPU in connection with transactions in July and $24 
million to creditors of the Union, mainly Germany, in 
bilateral settlement. No defense aid was received from 
the United States in August. 

The Treasury also announced that the U.K. provisional 
deficit with the EPU in August reached £63.5 million, the 
largest deficit for some years. Since transactions with 
the EPU have to be settled a month in arrears, a further 
payment of some $135 million will have to be made to the 
Union in September. 

It seems clear that sterling withstood one of the sharp- 
est attacks in recent years in the ten days after the an- 
nouncement of changes in the French exchange system 
(see this News Survey, Vol. X, p. 64). It is not possible 
to calculate how much of the gold loss was due to cur- 
rency speculation, but the Times states that it is acknowl- 
edged in London that virtually the whole of the deficit in 
the EPU was a direct reflection of the speculation in 
deutsche mark and was mainly on bilateral account with 
Germany. Moreover, the deficit understates the extent of 
the speculation, since a large part of the £75 million 
transfer agreed between the U.K. and German central 
banks is said to have taken place during the month. 


Source: The Times, London, England, September 4, 1957. 
Price Policy in France 


In order to prevent large price increases which might 
result from the recent changes in the exchange system 
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tracted with Bristol for all its engine overhaul and repair 
business. 

Bristol de Mexico has entered into a management con- 
tract with Bristol of Canada which has furnished an 
experienced engineer to be general manager of the Mexi- 
can company; additional management and supervisory 
personnel will be provided as needed. 

IFC’s investment will be in notes, half denominated in 
dollars and half in pesos. Both the dollar and peso por- 
tions will bear interest at 7 per cent per annum, with 
amortization in 13 semiannual installments starting Oc- 
tober 1, 1960. The Corporation receives a nine-year 
option on shares equivalent to 50 per cent of its total 
investment. In addition, IFC will receive additional con- 
tingent interest payments dependent upon the amount of 
earnings. The Company may redeem: the notes at any 
time at par. 

Source: International Finance Corporation, Press Re- 
lease, Washington, D.C., September 11, 1957. 


(see this News Survey, Vol. X, p. 65), the French Gov- 
ernment decreed that, effective August 28, prices of all 
manufactured goods would be frozen at the level reached 
on July 31. Increases that are due to the recent rise in 
steel prices (see this News Survey, Vol. X, p. 51) and the 
imposition of a 20 per cent surcharge payment on a large 
number of imports will be allowed only if and to the 
extent that they exceed 2 per cent. Exceptions to the 
price freeze may be granted on an ad hoc basis to manu- 
facturers increasing their sales abroad. At the same time, 
the Government decreed a 5 to 6 per cent reduction in 
prices of pharmaceutical products. 

The price freeze does not apply to agricultural com- 
modities. In mid-August the Government had fixed the 
farm price of wheat for the present crop at F 3,350 per 
quintal (some 3 per cent lower than the price for the 
1956 crop), but it kept the price of bread unchanged. 
The Government also lowered the farm prices of sec- 
ondary cereals and increased the prices of veal and beef. 
On August 28, it reduced the prices of some vegetables 
which recently had risen considerably, and it declared 
that it would not tolerate a further increase in the price 
of wine. 

Commenting on the price decrees, the Minister of 
Finance declared that the measures taken to restore bal- 
ance of payments equilibrium would fail if prices were 
allowed to rise appreciably. 

Sources: Agence Economique et Financiére, August 28, 
1957, and Le Monde, August 29, 1957, Paris, 
France. 


Economic Developments in Denmark 


In a report on economic developments in Denmark, 
the Neue Ziircher Zeitung states that recent balance of 
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payments developments have not been as unfavorable as 
indicated last spring. Even before the restrictive fiscal 
measures taken in June (see this News Survey, Vol. IX, 
p. 399) could have any effect, the trade deficit had fallen 
and the pressure on foreign exchange reserves had dimin- 
ished, In July, there was an unexpected improvement of 
about DKr 150 million in the foreign exchange position 
of the central bank and the commercial banks, but this 
was due, to some extent, to sales of ships. Moreover, it 
is believed that substantial short-term credits are still 
being obtained by business abroad. It has been esti- 
mated that such credits amounted to about DKr 250 mil- 
lion in the first quarter of 1957. 


The improvement in the reserve position was, how- 
ever, also the result of a reduction in import demand, an 
improvement, in the terms of trade, lower freight costs, 
and a reduction in the trade deficit. In June, both ex- 
ports and imports were considerably below those in 
June 1956, and the reduction in imports was greater 
than that in exports; the trade deficit fell from DKr 184 
million in May 1957 to DKr 28 million in June, the lowest 
since March 1956. 


Part of the reduction in imports is explained by the 
ample stocks of fuel and industrial raw materials and 
semimanufactured goods, which had been imported in 
large quantities during the Suez crisis. In addition, the 
Neue Ziircher Zeitung states that the decrease was a result 
of the stagnation of industrial production and the fall in 
private investment. Export prices rose by about 14 per 
cent between April and July, while import prices rose 
by only 3 per cent. However, the recent fall in prices 
of bacon indicates that the improvement could be short- 
lived, although butter and egg prices have held up fairly 
well. 

In the first half of 1957, the trade deficit rose to about 
DKr 975 million, from DKr 616 million in the first half 
of 1956. Imports of fuel, metal and metal products, and 
textiles increased sharply. Industrial exports continued to 
rise, increasing by about 12 per cent, or DKr 1,709 mil- 
lion, but agricultural exports fell by about 3.5 per cent, 
or DKr 1,934 million. The fall in the value of agricul- 
tural exports occurred despite the increase in the volume 
of exports as prices of butter and bacon fell sharply. 

After rising somewhat in the second half of 1956 and 
the early part of 1957, industrial production has leveled 
off again and is now about 3 per cent above output in 
mid-1955. The increase was due entirely to greater out- 
put of consumer goods; production of capital goods— 
adversely affected by the restrictive economic policies in 
Denmark—declined. At present, it appears that produc- 
tion of consumer goods also is leveling off. 

The stagnation in industrial production, which has 
lasted for several years and which, the Neue Ziircher 
Zeitung states, hardly has its counterpart in Western 
Europe, has caused a rise in unemployment. In the sec- 


ond quarter of 1957, unemployment was about 7 per 
cent of the labor force, against about 5 per cent in the 
same period of 1956. Thus, the recent improvement in 
the balance of payments was attained at the expense of 
an increase in unemployment. From a long-term point 
of view, this seems less than satisfactory; moreover, 
despite the amount of unemployment, it has not been 
possible to stabilize domestic costs of production. Wages 
are linked to the cost of living index which includes all 
taxes, both direct and indirect. As nominal wages in- 
crease and as the tax schedule is progressive, the cost 
of living index rises and additional cost of living bonuses 
fall due. Because of an increase in the cost of living 
index in July, workers, pensioners, and most salaried 
employees will receive higher wages, etc. The cost of 
living index has risen by about 10 per cent in the last 
two years; it is now about 42 per cent above the index at 
the time of the 1949 currency devaluation. In govern- 
ment circles, the Neue Ziircher Zeitung reports, a basic 
revision of the link between the cost of living index and 
wages is being recommended. A new cost of living index 
not including any taxes, direct or indirect, is to be com- 
puted, and it is hoped that the trade unions will accept 
the new index as a basis for wage negotiations, 

The newspaper states that it is generally agreed in 
Denmark that the policy of restraining domestic demand 
and production should be relinquished in favor of a policy 
that will result in an expansion of industrial exports. Only 
in this way will it be possible to solve the economic prob- 
lems through higher production and employment. Since 
agricultural exports are subject to various restrictions 
abroad, industrial exports appear increasingly important. 
In order to obtain an increase in such exports, domestic 
wage stabilization and an increase in productive invest- 
ments seem necessary. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Au- 
gust 28, 1957. 


Economic Situation and Outlook in West Germany 

The debate on problems of anticyclical policy in the 
Federal Republic of Germany, which was very lively last 
year and again in the spring of 1957, has now petered 
out, simply because the cyclical expansion has lost much 
of its previous force and the dangers connected with 
excessive economic growth are of far less threatening 
proportions. The general market situation has become 
much more balanced. Prices have changed little of late 
—largely because no important negotiations for higher 
wages are taking place and developments on the inter- 
national raw material markets and in the field of shipping 
freights have been exerting a downward pressure on 
prices. For some months, the indices for prices of basic 
materials, industrial producer prices, retail prices, and 
the cost of living have been more or less unchanged. 
Nevertheless, the basic trend is still upward, although to 
a less pronounced extent than previously. 
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Industrial production has continued to expand in 1957, 
but less rapidly than in 1956. In the first half of 1957, 
it was 7 per cent more than in the corresponding period 
of 1956, whereas between the first half of 1955 and the 
first half of 1956 the increase was 10 per cent. The slower 
rate of expansion reflects a decrease in demand, but it is 
also due to the reduction in working hours over wide 
sectors of the economy. Thus the earlier belief that the 
trade unions’ demand for a reduction in the workweek 
from 48 hours to 45 hours represented a disguised wage 
claim has not been borne out in practice. The effects of 
the reduction in the workweek—as far as they can be 
assessed at this early stage—seem to be relatively favor- 
able. The rate of increase in productivity appears to be 
on the upgrade. Provisional calculations show that out- 
put per worker in industry in the first half of 1957 was 
4.7 per cent above that a year earlier, and output per 
manhour had risen by as much as 8.6 per cent. This 
means that the improvement in productivity so far in 1957 
has been much more pronounced than in 1956. 

A number of indications point to a renewed cyclical 
expansion in the period ahead. In the first half of this 
year, orders received by industry exceeded those in the 
first half of 1956 by 3.6 per cent. Also, the seasonal lull 
in the consumer goods sector has occurred relatively 
early this year, but this cannot be regarded as an indica- 
tion of a shift in the basic trend. In fact, it is assumed 
that consumption in the longer run will remain a decisive 
cyclical expansionary factor. This view is based mainly 
on the continuous increase in incomes; for instance, 
salaries of public servants have been increased, retro- 
active to April 1, and when a number of wage-tariff 
agreements expire in the fall further wage negotiations— 
particularly in the metal industry—may be expected. 
Probably the most important factor in the continuing 
economic expansion is foreign demand, especially for 
investment goods. Following a rise of 20 per cent in 
1956, German exports are estimated to have risen by 19 
per cent in the first half of this year. 

Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Au- 
gust 22, 1957. 


Export Credit in West Germany 


The Deutsche Bundesbank announced on August 23 
that export drafts will be bought by the Deutsche 
Bundesbank only through November 30, 1957; bills rep- 
resenting renewals will still be bought after November 30, 
1957, but only if they do not mature after February 28, 
1958. The maximum amount of export drafts bought 
from one exporter may not exceed DM 300,000. The 
purchase of foreign acceptances has not been restricted. 

On August 28, it was stated that the Bundesbank’s 
previous practice of buying foreign bills—i.e., foreign 
exchange claims maturing at a future date—at the same 
rates as spot foreign exchange made it possible for those 


exporters who obtained an acceptance for their foreign 
currency claims to transfer, without cost to them, to the 
Bundesbank the risk of loss on the rate; but that all 
other exporters, in order to avoid a loss, had to pay the 
premiums—at times very high—required in forward 
exchange trade, which were reflected in the correspond- 
ingly low forward rates of the individual currencies. 
When the forward rates remain below the spot rates for 
some time, the result is that the supply of foreign bills at 
the Bundesbank increases heavily, because of the in- 
creased creation of acceptances in precisely those curren- 
cies for which high discounts must be taken on the 
forward market. Therefore, the Board of Directors of 
the Bank has made it possible, by a change in the regu- 
lations for purchasing foreign bills with a maximum 
maturity of three months, for the Bundesbank to adjust 
its buying rates to the existing situation. For this pur- 
pose, the Bundesbank will consider primarily changes 
in supply and the rates prevailing in forward exchange 
trade. 
Sources: Deutsche Bundesbank, Ausziige aus Pressear- 
tikeln, Frankfurt am Main, Germany, August 26 
and 28, 1957. 


Economic Developments in Austria 


Economic activity in Austria continued to increase dur- 
ing the summer months. Private investment activity was 
more lively; there was a renewed increase in industrial 
productivity; and a substantial balance of payments sur- 
plus was reported. In July, young people completing 
school or being released from military service helped to 
expand the labor supply, and the number of employed 
wage and salary earners rose by 23,700, which is more 
than the average seasonal increase. At the end of July, 
employment reached a total of 2,238,700 persons, about 
41,000 more than in July 1956. The number of regis- 
tered unemployed (65,600) accounted for less than 3 
per cent of the labor force. 

Industrial production during January-May 1957 was 7 
per cent above output in April-December 1956, mainly 
because of a further increase in output of the investment 
goods industries. Production of machinery rose by 25 
per cent between May 1956 and May 1957. Data for 
later months are not yet available, but in view of the 
increase in new orders, including export orders, output 
in both the investment and consumer goods industries 
probably increased. Heavy rains in July caused some 
damage to the grain crop; consequently, larger grain 
imports (particularly wheat) may become necessary dur- 
ing the agricultural year 1957-58. On the other hand, 
there was a substantial increase in output of dairy prod- 
ucts; in the first half of 1957, butter production was 43 
per cent more than in the first half of 1956, and cheese 
output increased by 21 per cent. A considerable portion 
(3,577 tons) of the butter produced in the first half of 
this year was exported. 
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Imports c.i.f. amounted to $554.6 million in the first 
half of this year, and exports f.o.b. were $497.8 million 
(including $20.7 million worth of compensation deliv- 
eries to the Soviet Union). The trade deficit of $56.8 
million was almost fully covered by a surplus of $56.6 
million on service account; gross receipts from tourism 
amounted to $52.8 million, compared with $42.2 million 
during the first half of 1956. Mainly as a result of larger 
receipts from the tourist trade (particularly in July and 
August) and capital inflow (including the proceeds of 
IBRD and Export-Import Bank loans and U.S. agricul- 
tural surplus credits), the gold and foreign exchange 
holdings of the Austrian National Bank increased from 
the equivalent of US$406 million at the end of Decem- 
ber 1956 to $490 million at the end of August 1957. 

The favorable foreign exchange situation prompted the 
Austrian National Bank to announce the liberalization, 
as of September 2, of dollar payments for certain in- 
visibles in transactions with Canada and the United 
States. (Liberalization of merchandise imports from 
Canada and the United States was introduced, on July 15, 
1955, at 8 per cent—on the basis of 1953 imports—and 
later was raised to 40 per cent, effective October 15, 
1956.) Among 13 items included in the liberalization 
list are payments for expenses incidental to merchandise 
transactions, ocean freight, taxes, interest and dividends, 
profits from transit trade, and insurance, except life 
insurance. Payments for the contractual amortization of 
loans and credits as well as the repayment of medium- 
term credits, which were utilized for the financing of 
merchandise imports from Canada and the United States, 
are also eligible under the new liberalization procedure, 
provided that the payments obligations became due after 
January 1, 1957. However, certain payments—even 
though they are included in the liberalization list—still 
remain subject to individual licensing by the Austrian 
National Bank. 

Sources: Monatsberichte des Osterreichischen Instituts 
fiir Wirtschaftsforschung, July 1957, and Oster- 
reichische Nationalbank, Mitteilungen, Au- 
gust 1957, and Wochenausweis, August 31, 1957, 
Vienna, Austria; Neue Ziircher Zeitung, Ziirich, 
Switzerland, September 3, 1957. 


Extension of Premium Exchange Rate in U.5.S.R. 


Preferential exchange rates applied to some nonmer- 
chandise transactions of the U.S.S.R. since April of this 
year, through the introduction of a premium of about 150 
per cent on the official rate for various foreign currencies 
(see this News Survey, Vol. IX, p. 401), have been ex- 
tended to telephone calls and cables abroad. The premium 
rate for such transactions is 10 rubles per U.S. dollar, 
compared with the official exchange rate of 4 rubles per 


U.S. dollar. 
Source: The Times, London, England, September 5, 1957. 


Middle East 
Agreement for Economic Union Between Egypt and Syria 


An agreement to create an economic union between 
Egypt and Syria was signed in Damascus on September 3. 
It established the objectives of the union and the methods 
to be followed to achieve its realization. A committee 
was set up to study the problems involved and to propose 
concrete plans. The committee is to report on its activi- 
ties within three months of the date of signature of the 
agreement. In the meantime, certain urgent measures 
will be adopted with a view toward developing trade 
between the two countries and consolidating economic 
collaboration. These measures include modification of 
the existing trade and payments agreements between the 
two countries with a view to enlarging the scope of com- 
mercial exchange and to provide facilities for such en- 
largement; encouragement of the establishment of com- 
mon exploitation companies, the exchange of technical 
assistance, and the creation of an industrial bank, a com- 
mercial bank, a corporation for air and maritime trans- 
portation, and insurance and other commercial corpora- 
tions; the free movement of persons, and freedom to 
choose residences, to seek employment, and to carry out 
all activities (commercial, agricultural, or industrial) in 
both countries. 

Sources: The Times, London, England, September 5, 
1957; Le Monde, Paris, France, September 5, 
1957. 


Import Licensing in Egypt 


In accordance with the regulations governing the im- 
port of goods in the third quarter of 1957, issued by the 
Egyptian Ministry of Commerce, applications for import 
licenses will be submitted to certain authorized banks 
instead of to the Import Control Department of the Min- 
istry. An examination fee will be charged. License fees 
must be paid to the banks for imports whose value is 
greater than LE 5,000. An applicant may deposit with 
the bank a letter of guarantee in favor of the Ministry of 
Commerce. If the application is rejected, the fee will be 
returned by the bank. The banks’ head offices are to refer 
applications received by them to the Import Control De- 
partment, and the bank will issue import licenses in the 
light of the Department’s decision on each application. 
Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., September 2, 1957. 


Ethiopian Bank in the Sudan 


Agreement has been reached between the Governments 
of Ethiopia and the Sudan for the establishment of an 
Ethiopian commercial bank in Khartoum for the purpose 
of financing trade between the two countries. The prin- 
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cipal commodities exchanged between these countries are 
Ethiopian coffee and Sudanese cotton. 


Source: Department of Commerce, Foreign Commerce 


Weekly, Washington, D.C., August 26, 1957. 
Food Control and Price Stabilization in Israel 


The Minister of Commerce and Industry for Israel 
stated at a press conference on September 1 that the 
prices of certain foods must be controlled and some foods 
rationed until the Government's plan for stabilizing prices 
of fruit, vegetables, and eggs comes into effect next year. 
In order to reduce the extreme seasonal fluctuations in 
the prices of these items, which at present cause wide 
movements in the cost of living index, the Government 
will guarantee prices to producers in an effort to ensure 
regular supplies. 

Source:..The. Jerusalem Post, Jerusalem, Israel, Septem- 
ber 2, 1957. 


Far East 
India’s Payments Position 

Referring to the recent sharp decline in India’s mone- 
tary reserves (see this News Survey, Vol. X, p. 69), the 
Minister of Finance outlined the steps that have been 
taken to correct the imbalance in the external payments 
position. These include centralization of foreign exchange 
control, careful scrutiny of all proposals involving foreign 
exchange expenditure, a reduction in imports of non- 
essential items, a virtual freeze on fresh foreign ex- 
change commitments during the third quarter of the 
current calendar year, and the licensing of imports of 
capital goods on a deferred payments or foreign partici- 
pation basis. Also, every effort, including appropriate 
changes in fiscal policy, is being made to increase export 
earnings. The Minister conceded, however, that even 
with these measures it would not be possible to eliminate 
entirely the strain on the balance of payments in the 
next year or two without a substantial inflow of resources 
from abroad. Meanwhile, India would have to rely on its 
monetary reserves to meet its most urgent needs. 

The Minister noted that world market prices have risen 
sharply and that various extraneous factors, such as the 
Suez crisis, have added to India’s difficulties. In addi- 
tion, it has been necessary to import more food and to 
spend increased amounts on imports of oil and military 
stores. He was confident, however, that the core of the 
Second Five Year Plan—steel projects, the mining pro- 
gram, ancillary power projects, and transport—could be 
implemented, although some pruning was implicit in the 
decision to reallocate priorities in relation to foreign 
exchange requirements and availabilities (see this News 
Survey, Vol. X, p. 76). He also declared that, even if 
India should not receive further external financial as- 
sistance, there would be no devaluation of the rupee. 
Sources: Information Service of India, Indiagram, Wash- 

ington, D.C., August 27 and 28, 1957. 
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Need for Reduction of Bank Credit in india 


The Reserve Bank of India has requested the scheduled 
banks to reduce their aggregate advances from the Au- 
gust 2 figure of Rs 8.84 billion (US$1.86 billion) to Rs 8 
billion ($1.68 billion) by the middle of October. The 
primary aim of the request is to curb inflationary pres- 
sures, particularly in regard to foodgrains and other agri- 
cultural commodities, and to enable the banking system 
to start the busy season with a smaller credit base than 
that indicated by the current level of advances. The 
view of the Indian authorities is that the recent directives 
issued by the Reserve Bank (see this News Survey, Vol. X, 
pp. 4 and 29) have not had the desired effect. 

Source: The Times of India, Bombay, India, August 22, 
1957. 


Agricultural Oufput in Thailand 


The Ministry of Agriculture of Thailand has an- 
nounced that 51 million rai (2% rai = 1 acre), or 16.35 
per cent of the total area of Thailand, was used for agri- 
cultural purposes in 1956. The value of output of rice, 
rubber, forest products, livestock, and marine products 
totaled 25.9 billion baht. Agricultural products that were 
exported were valued at 6.4 billion baht. 


Source: Bank of Thailand, Economic and Financial 
News Survey (in Thai), No. 111, Bangkok, 
Thailand, May 1957. 


Proposed Korean Foreign Exchange Tax 

The Ministry of Finance of the Republic of Korea has 
submitted a draft bill to the National Assembly which 
provides for a special tax on foreign exchange auctioned 
by the Bank of Korea. The tax would be applied to 
dollars received under ICA aid and to government ex- 
change holdings, both to be released by the Bank of 
Korea for the importation of noninvestment type goods 
or salable commodities; such foreign exchange would 
be sold by free, open, and competitive bid. The Govern- 
ment would collect as taxes that part of a successful 
bidder’s hwan deposit which is in excess of the actual 
hwan value of the foreign exchange converted at the 
official rate of 500 hwan per U.S. dollar. The draft bill 
is intended to eliminate speculative activities involved 
in the bidding on such foreign exchange. It is estimated 
that the bill, if enacted, would increase government 
revenue in 1958 by about 15 billion hwan. 
Source: The Korean Republic, Seoul, Korea, August 26, 

1957. 


Foreign Investment in Japan 


Foreign investment in Japan in the form of foreign 
loans and of acquisition of corporate stock, corporate 
debentures, and trust certificates amounted to $125 mil- 
lion during the fiscal year April 1956-March 1957; this 
was more than twice such investment in the fiscal year 
































ended March 1956 and the highest of any year since 
the war. Most of the increase was in foreign loans, 
which rose to $115 million in 1956-57, from $51 million 
in 1955-56. The loans were principally to the Tokyo, 
Kansai, Chubu, and Kyushu power companies from the 
Export-Import Bank of Washington, International Gen- 
eral Electric, and Westinghouse. The total of foreign 
loans to Japan in the past seven years is $269 million. 

The number of contracts for technological assistance 
from foreign firms, at 144, was double the number in 
1955-56. The new contracts were mainly in the jet 
aircraft, aircraft parts and instruments, new drugs, poly- 
ethylene, urea, and petrochemical industries. 

The remittance of interest and principal of investments 
made under the Foreign Investment Law of 1950 is guar- 
anteed. Such remittances amounted to $58 million in 
1956-57; of this total, $28 milliom-was: im the form: of 
royalties, $21 million in the form of repayment of loans, 
$5 million in stock dividends, and $3 million in interest 
payments. Total remittances since the Law came into 
effect in June 1950 have amounted to $147 million, of 
which $129 million was in U.S. dollars and $11 million 
in sterling. 

Source: The Oriental Economist, Tokyo, Japan, Au- 
gust 1957. 


Philippine Credit Restrictions 


To counteract inflationary pressures, the Monetary 
Board of the Central Bank of the Philippines is reported 
to have raised its rediscount rate from 2 per cent to 
4% per cent. In addition, a cash margin requirement 
of 100 per cent has been imposed on all letters of credit 
covering imports of nonessential consumer items. 
Source: Philippine Association, Philippine Newsletter, 

New York, N. Y., September 6, 1957. 


United States and Canada 
U.S. Labor Force 


Of the 75 million persons in the United States who 
worked at any time during 1955, 28 million were em- 
ployed only part of the year (less than 50 weeks) and 
47 million were employed for the full year. About one 
third of the part-year workers were men between the ages 
of 20 and 64 who usually work a full year but who were 
kept from continuous employment by illness, layoffs, 
strikes, or unemployment. Most of the other part-year 
workers were persons whose primary activities as house- 
wives or students kept them from full-year employment. 
This group plays an important economic role by pro- 
viding a manpower reserve to meet the economy’s season- 
ally fluctuating demands for labor in both agricultural 
and nonagricultural activities. 

Over half of all women who worked in 1955. were 
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employed only part of the year, and more than half of 
them held jobs in trade and service industries, reflecting 
the seasonal demands for labor in those industries and 
the casual job attachments of many service workers. 
Part-year work was also widespread among young per- 
sons who look for work only during school vacations, 
and among older men who work only part of the year 
because of disability, retirement, or voluntary intermit- 
tent employment. 

Source: Department of Labor, Monthly Labor Review, 

Washington, D.C., August 1957. 


Exchange Rate of the Canadian Dollar 


The selling price of the Canadian dollar, which had 
reached the new high figure of US$1.06 on August 20 
(see this News Survey, Vol. X, p. 63), subsequently de- 


decline has been due partly to a slackening in the demand 
for Canadian currency by European buyers—e slacken- 
ing that occurred when the first rush that followed the 
French devaluation measures was over and when the 
declarations of the U.K. Treasury and the German Gov- 
ernment had assured speculators that no change in Eu- 
ropean exchange relations was imminent (see this News 
Survey, Vol. X, pp. 65 and 67). Speculative purchase: 
of Canadian securities by buyers in the United States 
also seem to have lessened when the exchange rate 
reached a point that made further profits improbable. 
It appears, moreover, that the high premium on the 
Canadian dollar has induced many exporters to postpone 
the transfer of export earnings from the United States 
until the price of the Canadian dollar declines. 

Sources: The Journal of Commerce, New York, N.Y., 

August 23 and September 5 and 12, 1957. 


Trade in Securities Between Canada and Other Countries 


The net capital inflow resulting from security trans- 
actions between Canada and other countries was $550 
million in the first half of 1957, $250 million more than 
in the same period last year. Foreign purchases of new 
provincial and corporate securities accounted for most 
of the inflow. Total borrowing through new issues abroad 
rose to $540 million in the first six months of this year, 
from $290 million last year. Buying of new Canadian 
issues by nonresidents has increased almost continuously 
since the fourth quarter of 1955; there was a slight in- 
terruption only in the third quarter of 1956, Retirements 
of Canadian securities in the first half of 1957 amounted 
to $70 million, and trade in outstanding Canadian and 
foreign securities resulted in a capital inflow of $85 
million. 

About one quarter of the total inflow from portfolio 
security transactions in the first half of this year was from 
overseas countries, mainly from the United Kingdom, 
which bought about $70 million of outstanding securities 
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on balance; other overseas countries purchased almost 
$40 million. The United States was a net seller of out- 
standing securities but purchased most of the new issues. 


Source: Dominion Bureau of Statistics, Sales and Pur- 
chases of Securities Between Canada and Other 
Countries, Ottawa, Canada, June 1957. 


Latin America 


Wheat Agreement Between Brazil and Argentina 


A new agreement signed by Brazil and Argentina on 
July 50 calls for the purchase by Brazil of 1 million 
metric tons (36.7 million bushels) of Argentine wheat 
annually during the three years 1958-60. Under an earlier 
agreement signed on January 20, 1955, Brazil had agreed 
to purchase 1.2 million tons (44.1 million bushels) 
annually for a three-year period ending 1957, but 
Argentina was not able to supply all of the wheat specified 
in the agreement. 


Under the new agreement, Brazil is obliged to pur- 
chase the full annual quota of 1 million tons only when 
the Argentine annual exportable surplus is equal to or 
exceeds 3 million tons. In order to facilitate this pur- 
chase commitment by Brazil, the Argentine Government 
will promote the importation of Brazilian products. 


Argentina gives assurance that, if its exportable surplus 
in any of the three years should fall below 3 million tons, 
the Government will attempt to maintain exports as close 
as possible to the 1 million ton level. In addition, it 
pledges that it will sell to Brazil a minimum of 30 per 
cent of whatever exportable balance it does have avail- 
able in the three-year period. 


Brazil reserves the right to reduce its purchases below 
1 million tons whenever its domestic wheat production in 
any of the three years reaches a level that will not permit 
the absorption of that much Argentine wheat plus quan- 
tities it has obligated itself to take under agreements 
with other supplying countries. Brazil will advise Argen- 
tina before February 15 of each year of any reduction 
that it must make in its purchases for this reason. It 
also gives assurances that such a reduction will not be 
proportionately larger than that imposed on other supply- 
ing countries. 

The Argentine Government will advise Brazil before 
December 31 of each year as to the size of its exportable 
surplus and the amounts which it will reserve for sale to 
Brazil in the event that it cannot provide the full 1 
million tons. Purchase and sale contracts will be signed 
prior to February 28 of each year. These will fix the 
volume of the year’s exports to Brazil, prices, shipping 
plans, and other conditions. 


Source: Department of Agriculture, Foreign Crops and 
Markets, Washington, D.C., September 2, 1957. 
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Chilean Budget Measures for 1958 


Chile’s proposed budget for 1958, which was submitted 
to Congress by the Minister of Finance on August 30, 
estimates expenditures at Chil$325.1 billion and receipts 
at Chil$315.3 billion. Foreign exchange expenditures 
are estimated at the equivalent of US$55.8 million and 
receipts at US$69.8 million. The estimated surplus in 
foreign exchange receipts is sufficient to offset the deficit 
in pesos and provide a balanced budget. Peso expendi- 
tures are 4 per cent higher and peso receipts 22 per cent 
higher than in the 1957 budget. 

It is understood that this budget message does not 
provide for the government wage increase traditionally 
granted in January and which may cost an additional 
Chil$40 billion. 


Source: El Mercurio, Santiago, Chile, September 1, 1957. 
Paraguayan Stabilization Program 


For several months prior to initiating an exchange 
reform as part of a broad program of economic stabiliza- 
tion (see this News Survey, Vol. X, p. 49), the Para- 
guayan Government took measures to control inflationary 
pressure. The various sectors of the economy were 
carefully balanced to achieve monetary stability. The 
government sector was removed as an inflationary factor 
by the elimination of a variety of new projects which the 
Government wished to undertake but for which no 
financing had been found. Through the use of advance 
deposit requirements and surcharges on imports, the 
foreign sector became contractionary without a reduction 
of foreign exchange reserves. It was therefore possible 
to expand credits to certain private enterprises without 
causing an inflationary increase in the money supply. 
The various measures resulted in a reduction of @ 14 
million in the money supply during the first half of 
1957, after an increase from &@ 1,439 million at the end 
of 1955 to @ 1,938 million at the end of 1956. 
Source: El Economista, Buenos Aires, 

July 27, 1957. 


Argentina, 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained free of charge by applying to 
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